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SUBJECT: COTTON CONTRACT PROBLEM 

STATE 116119 

1 . I HAVE AN APPOINTMENT WITH MINISTER OP ECONOMIC APFAIRS 
Y.S. SUN (SUN YU-HSUAN) THE APTERNOON OF JANUARY 13 TO DISCUSS 
POINTS REFTEL. HOWEVER, I DO NOT ANTICIPATE THAT THAT MEETING 
WILL BE CONCLUSIVE SINCE MINISTER SUN UNDOUBTEDLY WILL HAVE TO 
CONSULT WITH OTHER SENIOR GROC OFPICIALS, INCLUDING PROBABLY 
THE PREMIER, BEPORE RESPONDING PULLY TO MY DEMARCHE. SUN MAY 
ALSO REQUIRE MORE INPORMATIN ABOUT PURTHER USG ACTIONS 
MENTIONED PINAL PARA REFTEL. 

2. WE SHALT. CONTINUE TO URGE THE GROC, IN THE STRONGEST 
POSSIBLE TERMS, TO TAKE ALL PEASIBLE MEASURES TO PERSUADE 
AND TO MAKE IT POSSIBLE FOR MILLS TO HONOR THEIR CONTRACTS. 

BUT GIVEN THE PRESENT PRECARIOUS FINANCIAL POSITION OF THE 
ROC TEXTILE INDUSTRY, IT IS DOUBTPUL IP AMANY OR ANY OF 
THE MILLS ARE IN A PINANCIAL POSITION TO OPEN L/C'S POR 
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IN 1973. 

3. WHILE WE WILL CONTINUE OUR PRESSURES ON CROC AND IT 
WILL CONTINUE TO LOOK FOR WAYS TO PRESS FIRMS TO FULFILL 
CONTRACTS (ALTHOUGH WE ARE TOLD IT HAS NO LEGAL MEANS TO 
ENFORCE THIS), IF OPENING L/C'S MEANS FINANCIAL RUIN, THEN 

THE ULTIMATE RESOLUTION OF THE COTTON CONTRACT PROBLEM WILL 
DEPEND UPON GROC WILLINGANESS TO USE ITS OWN RESOURCES TO 
PURCHASE THE COTTON CONTRACTED FOR BY THE TEXTILE INDUSTRY. 
IN EFFECT, THE CHINESE GOVERNMENT WOULD BE REQUIRED TO 
SUBSIDIZE THE INDUSTRY. THEREFORE REQUEST 

DEPARTMENT CONSIDER WHETHER AND HOW HARD WE SHOULD PRESS 
GROC TO PROVIDE SUCH SUBSIDIES, CONSIDERING AMONG OTHER 
THINGS EFFECT ON ROC TEXITILE EXPORTS TO U.S. 

4. GROC IS AWARE THAT THERE IS COTTON CONTRACT PROBLEM 
BETWEEN U.S. AND SO. KOREA AND, EVEN THOUGH TO LESSER EXTENT, 
ALSO WITH THAILAND AND PHILIPPINES, AND MAY INQUIRE HOW 
PROBLEMS BEING RESOLVED THERE. THEREFORE IT WOULD BE 
HELPFUL IF IKNEW THE STATUS OF DISCUSSIONS ON THE COTTON 
CONTTRACT PROBLEM WITH THE GOVERMENTS OF THOSE THREE 

COUNTRIES. 

UNGER 
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